606             BANKING AND FINANCE IN EUROPE AND

ing year withdrew the Government deposits from the Bank and
distributed them amongst the State banks. The charter expired
in 1836 but the Bank obtained one from the State of Pennsyl-
vania, and attempted to continue. It was ruined, however, by
the prolonged financial crisis of 1837-93 and was liquidated in
18415 all of the capital being lost.

From 1836 to the period of the Civil War, American finance
was mainly in the hands of the State banks. Their numbers
varied, for mortality was great amongst them in years of panic,
but over the whole period they increased from about 500 to
nearly 1,500. Amongst them were to be found almost every
conceivable type of credit instrument and every possible method
of regulating the business of a bank. Ordinary circulating
notes were the commonest form of paper currency, but cheques
and bills of exchange were used as well in many different forms,
and it is probable that the great variety of form which credit
currency assumed in the United States at an early period was
responsible for the fact that modern banking legislation in that
country has not drawn that sharp distinction between notes
and other banking liabilities which has been drawn in Europe,
particularly in Great Britain. As early as 1792 a law of Massa-
chusetts required the chartered bank of that State to limit its
note issue, together with the amount of loans made 'by a credit
on the books or otherwise', to twice the amount of the capital.
This recognition of the principle that loans make deposits
occurred nearly half a century before the controversy over the
question in England between the Banking and Currency Schools
which resulted in the strict regulation of note issues under the
Act of 1844 but left deposits completely free from legislative
control.

The system adopted by the State banks depended partly
upon the requirements of the area in which they operated and
partly upon the laws of their State. Four methods of regulating
the banks have been distinguished by students of the period.
In the New England States the bank charters or a general law
usually imposed a limit upon the note issue, or upon the note
issue and other banking liabilities together, based upon the